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BACKGROUND 

In  May  1983,  Digital  Equipment  Corporation  (DEC)  announced 
plans  to  discontinue  its  DECSYSTEM-20  product  line  and  replace  it 
with  its  VAX  line.  Both  the  University  of  Montana  (UofM)  and 
Eastern  Montana  College  (EMC)  own  DECSYSTEM-20  mainframe 
computers.  Based  on  DEC's  announcement,  it  became  necessary 
for  both  units  to  review  future  computing  needs  and  study  poten- 
tial ways  of  meeting  those  needs.  The  announcement  did  not 
affect  Montana  State  University's  (MSU)  computing  needs  as  it 
operates  a  Honeywell  mainframe  computer.  However,  MSU  was 
advised  by  consultants  that  its  current  computer  equipment  (hard- 
ware) was  not  adequate  to  meet  future  needs.  Therefore,  it  also 
became  necessary  for  MSU  to  review  potential  ways  of  meeting 
future  needs.  Accordingly,  the  university  system  identified 
short-term  needs  and   sought  funding. 

Funding 

The  university  system  presented  a  funding  request  regarding 
computer  needs  to  its  Appropriations  Subcommittee  during  the  1985 
Legislative  Session.  After  some  discussion,  an  alternative  funding 
proposal  was  adopted  whereby  the  university  system  would  gener- 
ate its  own  funds  to  address  computing  needs.  Subsequently,  in 
September  of  1985,  the  Board  of  Regents  issued  $9,090,000  of 
revenue  bonds  to  finance  computer  hardware  and  software  pur- 
chases for  UofM,  EMC,  and  MSU.  The  bonds  are  seven-year 
bonds  maturing  on  December  15,  1992.  The  estimated  uses  of 
bond  proceeds  are  detailed  in  the  following  schedule  by  university 
unit: 


J. 


SCHEDULE   OF   ESTIMATED   USES   OF   BOND   PROCEEDS 


Unit 

MSU 
UofM 

EMC 

Totals 


Equipment 

Bond  Insurance 

and 

Reserve 

and 

Bond 

Software 

Fund 

Issuance  Costs 

Discount 

Totals 

$3,665,523 

$ 

676,705 

$  78,912 

$  90,227 

$4,511,367 

2,985.300 

551,127 

64,268 

73,484 

3.674,179 

734,877 

135,668 

15,820 

18.089 

904,454 

$7,385,700 

$1 

,363,500 

$159,000 

$181,800 

$9,090,000 

Source:      Compiled   by   the   Office    of    the   Legislative   Auditor 

Prior  to  distribution  of  the  bond  proceeds,  loan  agreements 
between  the  Board  of  Regents  and  each  university  unit  were 
established  to  provide  for  repayment.  Under  terms  of  the  agree- 
ments each  unit  is  responsible  for  the  approximate  annual  principal 
and  interest  payments  detailed  below.  The  university  units  are 
funding  the  annual  payments  from  student  fees,  user  fees,  auxiliary 
use  charges  and/or  land  grant  income. 

SCHEDULE  OF  APPROXIMATE  ANNUAL  DEBT  SERVICE  REQUIREMENTS 


Unit 

MSU 

UofM 
EMC 

Total 


Annual  Payments 

$  759,000 
619,000 
152,000 

$1,530,000 


Source:   Compiled  by  the  Office  of  the  Legislative  Auditor 


Acquisition   Status 

The  following  schedule  details  the  amount  of  bond  proceeds 
available  and  the  amount  expended  or  committed  as  of  December  1  , 
1985. 


SCHEDULE   OF   BOND   PROCEEDS   AVAILABLE   AND    EXPENDED 


(As  of 

December 

1,  1985) 

Remaining 

Proceeds 

Funds 

Proceeds 

Unit 

Available 

Expended 

Available 

MSU 

$3,665,523 

$   54,000 

$3,611,523 

UofM 

2,985,300 

1,837,845 

1,147,455 

EMC 

734,877 

728,182 

6,695 

Totals 

$7,385,700 

$2,620,027 

$4,765,673 

Source:      Compiled  by    the   Office   of    the   Legislative   Auditor 

The  University  of  Montana  Fias  expended  funds  for  the  purchase  of 
hardware  (two  DEC  VAX  8600s)  and  a  financial  software  package. 
Eastern  Montana  College  has  also  purchased  hardware  (DEC 
VAX  8600)  as  well  as  some  nonadministrative  software,  Montana 
State  University  is  still  evaluating  hardware  and  software  alterna- 
tives. Thus,  no  funds  have  been  expended  for  computing  needs. 
However,  the  bond  indenture  also  allows  the  purchase  of  noncomput- 
ing  equipment.  Of  MSU's  total  available  proceeds,  $900,000  has 
been  allocated  for  such  equipment.  This  includes  engineering  and 
laboratory  equipment  such  as  microscopes  and  incubators.  As  of 
December  1,  1985  MSU  has  expended  $54,000  for  noncomputing 
general   instructional   equipment. 

ACQUISITION   COORDINATION 

We  reviewed  coordination  efforts  made  by  the  university 
system  regarding  the  acquisition  of  hardware  and  software. 
Results  of  our  survey  indicate  that  coordination  has  been  con- 
sidered in  purchases  to  date.  Examples  of  coordination  efforts 
include: 

1 .  Creation  of  an  ad  hoc  committee  on  computer  acquisition 
by  the  Commissioner  of  Higher  Education's  Office  (CHE) 
to  coordinate  the  financing  for  all  university  units  into 
one  bond   issue. 


2.  Utilization  of  a  computer  advisory  committee  (i.e.,  all 
university  system  computer  center  directors)  which 
provided  good  information  exchange  throughout  the 
process  concerning  each  unit's  acquisition  plans  and  any 
problems  encountered. 

3.  Documented  contact  between  the  university  units  them- 
selves and   CHE  to  share   relevant  information. 

As  a  result  of  the  coordination  efforts  detailed  above,  UofM 
and  EMC  did  purchase  DEC  VAX  8600  mainframe  computers  during 
the  same  time  period   under  the  same  terms. 


Hardware 

As  previously  noted,  both  UofM  and  EMC  utilized  DEC  hard- 
ware. Consequently,  they  were  given  substantial  trade-in  allow- 
ances on  their  old  hardware  by  DEC  for  making  purchase  commit- 
ments by  August  30,  1985.  Conversely,  MSU  utilizes  a  Honeywell 
mainframe  computer  and  has  no  DEC  hardware  to  trade-in.  There- 
fore, MSU  did  not  run  the  risk  of  losing  money  if  it  did  not  make 
a  purchase  decision  quickly. 

In  addition,  a  DEC  representative  indicated  that  larger  dis- 
counts would  not  have  been  received  by  the  university  system  had 
MSU  decided  to  purchase  DEC  equipment  in  conjunction  with  UofM 
and  EMC.  The  vendor  also  indicated  that  no  price  increases  have 
occurred  since  EMC  and  UofM's  purchase  commitments  and  no 
increases  are  anticipated  in  the  near  future.  Thus,  if  MSU  de- 
cides to  purchase  DEC  hardware  in  the  near  future,  it  should 
receive  a  unit  price  similar  to  UofM  and   EMC. 

Software 

Officials  at  each  university  unit  indicated  different  priorities 
in  terms  of  the  type  of  software  needed.  Simultaneous  purchases 
were,  therefore,  not  practical  for  software  purchased  to  date. 
The  following  table  depicts  tentative  software  system  priorities,  in 
order  of  importance,  as  defined  by  officials  at  each  university 
unit. 


SCHEDULE   OF   UNIVERSITY   UNIT    SOFTWARE   PRIORITIES 
MSU  UofM  EMC 

Administrative:  Administrative:  Various    types   of 

1.  Student   Records  1.    Financial*  nonadministrative 

2.  Financial  2.    Student   Records  software 

3.  Human   Resource  3.    Facilities  Management 

Management  4.    Human  Resource  Management 

*UofM  has   already  purchased   a    financial   system  designed   for   colleges   and 
universities . 

Source:      Compiled  by   the   Office    of    the   Legislative   Auditor 


LEGISLATIVE    ISSUES 

During  our  survey  we  identified  three  issues  of  legislative 
interest.  They  are:  {1}  future  computing  needs,  (2)  hardware 
compatibility,  and  (3)  the  coordination  of  planning  for  software 
purchases.      These  areas  are  discussed  below. 

Future  Computing   Needs 

Officials  at  each  university  indicated  the  bond  issuance  was 
only  intended  as  a  short-term  solution  and  that  the  bond  proceeds 
will  not  be  adequate  to  fully  address  computing  needs  over  the 
entire  life  of  the  bond.  Thus,  the  university  system  may  be 
seeking  additional  funding  for  computing  resources  within  the  next 
seven  years. 

Hardware  Compatibility 

MSU  officials  indicated  they  will  purchase  either  DEC  or  IBM 
hardware.  A  purchase  of  DEC  hardware  will  provide  the  opportunity 
for  compatibility  with  UofM  and  EMC.  A  purchase  of  IBM  hardware 
will  affect  compatibility  within  the  university  system.  However, 
IBM  hardware  could  provide  some  additional  compatibility  with  the 
state's  central  computer   in   Helena. 


It  is  important  to  note  that  the  purchase  of  hardware  from 
the  same  vendor  does  not  ensure  that  one  university  unit's  data 
and  software  can  be  run  on  another  unit's  hardware.  Use  of 
different  versions  of  operating  systems  and  software  may  signifi- 
cantly affect  the  compatibility  of  two  computer  systems. 

Coordination  of  Planning 

Even  though  simultaneous  purchases  were  not  practical  for 
software  purchased  to  date,  the  university  system  should  continue 
its  coordination  efforts  for  future  software  purchases.  This  is 
necessary  because  unit  priorities,  as  shown  on  page  5,  indicate 
that,  even  though  time  frames  are  different,  some  of  the  same 
types  of  software  are  needed  by  more  than  one  unit.  Agreements 
to  purchase  more  than  one  software  package  from  the  same  vendor 
could  result  in  cost  savings  to  the  university  system  as  the  second 
package  is  generally  discounted. 

CONCLUSION 

Our  survey  indicates  that  coordination  and  compatibility  have 
been  considered  in  purchases  to  date.  Coordination  efforts  in- 
cluded involvement  of  committees  comprised  of  members  from  each 
university  unit  and  CHE.  Consideration  of  compatibility  was 
evidenced  by  UofM  and  EMC's  purchase  of  the  same  type  of  main- 
frame computers  under  the  same  terms.  Consequently,  we  are 
recommending  no  further  audit  work  in  these  areas  at  this  time. 
However,  we  believe  the  Office  of  the  Legislative  Auditor  should 
continue  to  monitor  the  process.  We  would  report  back  to  the 
Legislative  Audit  Committee  prior  to  the  1987   Legislative  Session. 


COMMISSIONER  OF  HIGHER  EDUCATION 


THE  MONTANA  UNIVERSITY  SYSTEM 

33  SOUTH  LAST  CHANCE  GULCH 

HELENA,  MONTANA  59620-2602 

(406)  444-6570 


December  26,  1985 


Scott  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

Room  135,  State  Capitol 

Helena,  Montana   59620 

Dear  Mr.  Seacat: 

We  have  reviewed  your  audit  report  on  computer  acquisitions 
in  the  University  System.   In  our  opinion  it  is  an  accurate 
representation  of  facts  and  events.   Our  office  will  continue 
to  place  emphasis  on  coordination  of  all  hardware/software 
purchases  and  we  also  plan  to  make  improvements  on  computer 
networking  within  the  system. 

Sincerely, 


Carrol  Krause 
Acting  Commissioner 
of  Higher  Education 

CK/JHN/llt 

Enclosure 
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THE  MONTANA  UNIVERSITY  SYSTEM  CONSISTS  OF  THE  UNIVERSITY  OF  MONTANA  AT  MISSOULA,  MONTANA  STATE  UNIVERSITY  AT  BOZEMAN,  MONTANA  COLLEGE 

OF  MINERAL  SCIENCE  AND  TECHNOLOGY  AT  BUTTE,  WESTERN  MONTANA  COLLEGE  AT  DILLON,  EASTERN  MONTANA  COLLEGE  AT  BILLINGS 

AND  NORTHERN  MONTANA  COLLEGE  AT  HAVRE. 


